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Political uncertainty on a record levels

Prague May 30, 2019

Index created out of 3 

components (Baker et al.):

 Intensity of 

mentioning of 

uncertainty in 

media

 Share of tax laws 

expiring

 Relative mistakes 

of economic 

forecasts
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But populism mostly follows, not causes, the financial crises
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Source: Deutsche Bank
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Where is the world economy on the cycle?
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After the Great Recession, i.e. the 

worst crises of after war capitalism 

the economic growth is only mildly 

above potential.
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Neither sentiment nor growths prospects are tragic
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Global growth 

outlook (real 

GDP growth in 

%)

2017 2018 2019f 2020f 2021f 2022f

Global Economy 3,6 3,6 3,1 3,2 3,2 3,2

Advanced 

Countries 2,3 2,2 1,7 1,5 1,5 1,6

US 2,2 2,9 2,3 1,6 1,4 1,6

Eurozone 2,5 1,8 1,0 1,3 1,3 1,5

Germany 2,5 1,5 0,7 1,3 1,3 1,2

Emerging 

Markets 4,9 4,8 4,5 4,9 4,9 4,8

Source: Generali Investments Europe, Generali Investments 

CEE
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Normalisation of some CB policies lifts the rates and stops 
growth of their balance sheets
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EU elections – center right and  social dems lost majority, 
right wing and populists gained less than feared/expected
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EU elections - wide rift between „old“ and „new“ EU
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Turnout below EU average

in 9 out of 11 „new“ EU 

states

Greens uplifted and 

significant in the most of all

EU states but didn‘t score

at all in the „new“ EU 
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CEE common features
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- Way lot „better“ Great recession, Poland 

even did not experience any fall of output, 

only Slovenia, Croatia and Estonia below EU 

average

- Low unemployment and growth of wages, 

lack of labor

- Export oriented 

- With possible exception of Romania, 

relatively conservative fiscal policies and 

reasonable fiscal outlook

- On average lower level of gov‘t debt

- Significantly faster growth 
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 Not surprisingly, high openess of the Czech economy results in high correlation of its growth with the growth of the 

world economy.  The real surprise is the low correlation of the Slovak economy with both the world and eurozone ones.

 Interestingly enough both Czech and Slovak economies are more correlated with the world economy than the 

eurozone one. But the difference is not significant.

 And also more correleated with CEE economy than eurozone one.

 Czech and Slovak economies still insignificantly more correlated together than with eurozone.

Long-term growth in Czech and Slovak republics –

dependent on the world economy, faster than in „old“ EU
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Inflation in two decades – Stable prices in the Czech 

Republic from the beginning of the millenium

 High inflation in CEE (ex Soviet Union and Balkan) overshadows inflation in CE

 During last 20 years prices in core EU grew 1,5 times, in the Czech Republic 1,7 times, in Slovakia 2,2 

times, in the CEE twelve times. Our price growth is comparable with core EU from the beginning of this 

millenium.

 From 2000 is our inflation highly corrlated both with the world one and, slightly less, with the inflation in 

eurozone. On the other hand the correlation with CEE is rather low.

 Inflation in Slovakia is from 2000 also highly correlated with the world and eurozone ones, but the 

correlatioon is slightly higher in case of eurozone.

 The correlation between our and Slovak prize developments is low.  
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Long-term features of the Czech economy

Very high openess and extremely high share of industry on GDP
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Czech And CEE Economies Not Immune

Our growth has been based on robust domestic factors already.
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Czech Consumer Has Quite A Reason To Stay

Happy And It Shows

Deflation and/or contraction is a distant threat.
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Czech Crown Remarkably Stable And Slowly

Appreciating
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Czech republic

Prague May 30, 2019

Gov‘t majority unchanged

Economy – risks stemming from global trade

tensions, but the lowest unemployment in

OECD keeps consumers happy as wages are

growing, weaker investments

Gov‘t willing to introduce the sectoral taxes

Weaker than expected crown may cause CNB

to hike to 2,25 in 2019

Main Forecasts 2016 2017 2018 2019f 2020f

Real GDP growth
1) 2,4 4,5 2,9 2,2 2,2

Inflation
2) 0,7 2,5 2,1 2,5 2,1

CNB repo rate
3) 0,05 0,50 1,75 2,00 2,25

Current account
4) 1,6 1,7 0,3 0,6 0,4

Budget deficit
4) 0,7 1,6 0,9 0,3 -0,2

General government debt
4) 36,8 34,7 32,7 32,0 31,5

EURCZK
2) 27,03 26,33 25,64 25,48 24,60

Source: GI CEE

1) annual % changes 2) yearly average, 3) year-end level, 4) in terms of GDP
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One Pleasant Face To End With!
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